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Economic Developments in Egypt 


The annual report of the National Bank of Egypt, re- 
viewing economic developments in Egypt during 1951, 
points out that industrial production was somewhat better 
than in 1950 but that agricultural output dropped sharply. 
Cotton production was about 10 per cent less than in 
1950. Cereals production, when compared with 1939 
output, became dangerously low: wheat production had 
decreased by about 10 per cent, maize by about 7 per 
cent, and rice by about 30 per cent. 

The increase in prices in 1951 is attributed mainly to 
the higher costs of imports and the policy of supporting 
cotton prices. The cotton price support policy not only 
raised the level of personal incomes, but also shifted 
interest from the production of cereals. Therefore, to 
secure the needed cereals, the Government had to add 
about LE 18 million to its budget expenditures. Govern- 
ment purchases of wheat from the dollar area through 
export pound accounts (see this News Survey, Vol. III, 
p. 146) were another factor tending to raise prices. An 
increased supply of export pounds led to a decline in 
their value in terms of U.S. dollars; at times, the rate 
was 30 per cent below the official exchange rate of the 
Egyptian pound. 

Exports increased from LE 175.4 million in 1950 to 
LE 203 million in 1951; and imports increased from 
LE 212.7 million to LE 242 million (excluding LE 37.6 
million worth of gold imported for monetary purposes). 
Thus the trade deficit was LE 39 million in 1951, com- 
pared with LE 37 million in 1950. 


According to the report, preliminary estimates of the 
balance of payments indicate a deficit of LE 15 million 
in 1951. The deficit was financed mainly by drawing 
upon sterling balances which declined by LE 55 million, 
while other foreign exchange assets (mainly U.S. dollars) 
increased by LE 7.5 million and gold holdings by LE 37 
million. The increase in gold and dollar reserves is at- 
tributable to a US$60 million surplus in dollar earnings 


into U.S. dollars when the sterling balances were released 
in accordance with the agreement between Egypt and 
the United Kingdom. The surplus of US$60 million, 
when Egypt had a balance of trade deficit of US$21.5 
million with the United States, reflects the wide use of 
the export pound in financing Egypt’s imports from the 
dollar area. 

Egypt has had a balance of payments deficit each year 
since 1946, except in 1949 when there was a surplus of 
about LE 5 million as a result of the revaluation of dollar 
assets after the 1949 devaluation of the Egyptian pound. 
The deficits have been financed by drawing on sterling 
assets, which have decreased by £130 million since July 
14, 1947 (date of Egypt’s withdrawal from the sterling 
area)—an annual average of £29 million. Since the 
Anglo-Egyptian sterling agreement provides for an an- 
nual release of only £15 million until 1960, Egypt cannot 
count on sterling assets to finance future payments defi- 
cits; therefore, the payments position will have to be 
brought into balance by increasing exports, curtailing 
nonessential imports, and increasing invisible earnings. 

The report stated that the exchange rate of the export 
pound dropped by about 12 per cent in 1951. The de- 
cline resulted principally from (1) decreased demand 
for export pounds as cotton exports slackened, and (2) a 
larger supply as imports paid for in export pounds in- 
creased. Another contributing factor, however, was the 
recent increased rate of capital outflow from Egypt. 

The report states that the real value of the Egyptian 
pound can best be judged by its internal value. At the 
end of February 1952, the note issue amounted to LE 195 
million; Egypt’s gold holdings on the same date were 
LE 61 million and dollar holdings were LE 38 million, 
the two combined amounting to more than 50 per cent 
of the total note issue. Hence, it could be said that the 
real value of the Egyptian pound is high. 

Source: Al Ahram, Cairo, Egypt, March 27, 1952. 


on current transactions and the conversion of £14 million : 


Sterling Area Gold and Dollar Reserves 

The sterling area gold and dollar deficit in March 
amounted to $71 million, a sharp reduction from the 
figures of $266 million in February and $299 million in 
January. When allowance is made for the $1 million 
received from ECA in March, the gold and dollar reserves 
in the first quarter of the year fell by $635 million, to 
$1,700 million. 





About $75 million of the reduction in March was due 
to special and mostly nonrecurring transactions, which 
included a $28 million purchase of gold from South 
Africa, $35 million from the sale of rubber, tin, and lead 
to the United States under the commodity exchange agree- 
ments, and $10 million from the United States under the 
agreement covering reimbursements to the United King- 
dom for gold losses resulting from the use of old sterling 
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balances by EPU members. However, even after allow- 
ance is made for these special transactions, it is apparent 
that the rate of deficit in March was half of the rate in 
the two previous months. No doubt the improvement was 
due largely to psychological factors—such as a reduc- 
tion in the short position in sterling—following the 
budget. 


Source: The Times, London, England, April 5, 1952. 


Europe 
French EPU Import Cuts Eased 


A provisional memorandum submitted by France on its 
OEEC import program for the second quarter of 1952 
provides for partial relaxation of the import controls 
imposed in February 1952 (see this News Survey, Vol. 
IV, pp. 245 and 254). Licenses will be granted up to a 
monthly ceiling equivalent to about US$140 million. 

About $100 million of the monthly allocation will be 
for essential imports from EPU countries, including 
those that do not participate in OEEC. This amount is 
based on the current needs of the economy, irrespective 
of past trade patterns. 

The remaining $40 million will be for “traditional 
imports” from OEEC countries. These imports are not 
strictly essential for the economy, but will be permitted 
in order to respect the normal intra-European trade pat- 
tern. The amount of the quotas is determined—in order 
to avoid discrimination—by applying a fixed percentage 
to the amount actually imported in the last few months 
of 1951, or the amount planned to be imported in the 
first half of 1952 under the various bilateral trade 
agreements. 

The “traditional imports” to be permitted are divided 
into three groups: one group covers imports that had 
formerly been liberalized; the second covers those that 
had not been liberalized; and the third—called the reserve 
—covers the backlog of import commitments, as of Feb- 
ruary 4, 1952, which should have been carried out by 
France under existing agreements but were not because 
liberalization had been cancelled. The tentative monthly 
allocation for the three groups is, respectively, $13.5 
million, $15 million, and $11.5 million. 

Sources: The Financial Times, London, England, April 
2, 1952; Agence Economique et Financiére, 
Paris, France, April 3, 1952. 


Settlement of Belgium’s EPU Surplus 

A new arrangement for settling Belgium’s EPU sur- 
pluses during the second quarter of 1952, approved by 
the OEEC Council, provides for gold payments of up 
to 35 million units to settle the April surplus, and up to 
25 million units to settle the May surplus; any surpluses 
above these limits will be settled through credit exten- 
sion by Belgium. The June balance will be settled in such 
a way that Belgium would receive a maximum of 80 








million units in gold in settlement of its cumulative 

surplus for the period April to June. The arrangement 

for the first quarter provided for a maximum payment 

in gold of 60 million units (see this News Survey, Vol. 

IV, p. 206). 

Sources: Agence Economique et Financiére, Brussels, 
Belgium, March 23 and 24, 1952; The Finan- 
cial Times, London, England, March 21 and 31, 
1952. 


Netherlands Plan to Increase Overseas Exports 

If the Netherlands Parliament approves a proposed 
government plan to stimulate exports to non-European 
countries, export and shipping companies will receive 
certain tax allowances. The resulting loss of income for 
the Treasury is estimated at 60-70 million guilders 
(around US$17 million). Since Netherlands exports to 
non-European countries amounted to 2.3 billion guilders 
($605 million) in 1951, the tax allowances would be 
equal to almost 3 per cent of the value of those exports. 
Other measures to stimulate exports to non-European 
countries are improvements in the system of export guar- 
antees, and an increase in the working capital of the 
Reconstruction Bank in order to support new projects. 

The Government points to the high percentage (63.1 
per cent during the first nine months of 1951) of total 
Netherlands exports which go to EPU countries. In the 
Government’s opinion, the composition of Netherlands 
exports is not sufficiently diversified. While this might 
be corrected by further industrialization, the necessary 
expansion of industry can be realized only if a wider 
distribution of exports can be attained, especially by 
increasing shipments to overseas countries. The present 
structure of exports is considered to be unsatisfactory 
for the future economic expansion of the country. Dur- 
ing 1950-51, industrial goods constituted 54 per cent 
and agricultural goods 46 per cent of total exports, com- 
pared with 48 and 52 per cent, respectively, in 1937-38 
(percentages derived from export values at 1948 prices). 
Source: Het Financieele Dagblad, Amsterdam, Nether- 

lands, April 4, 1952. 


Unemployment in Denmark 

At the end of February, the number unemployed in 
Denmark was some 10 per cent higher than in February 
1951; about 16 per cent of all insured workers were 
unemployed, compared with 14.6 per cent in February 
last year. For the entire year 1951, the percentage was 
9.7, against 8.7 in 1950. 

In February and the first three weeks of March, un- 
employment was below the January level, the main reason 
for the decline being greater employment in the con- 
struction and building industries, and in various manu- 
facturing industries, such as textiles, clothing, and stone 
and glass. Further decreases are expected since, in addi- 
tion to the usual seasonal influences, increased military 
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who are presently unemployed. 


Source: Statistiske Departement, Statistiske Efterretning- 
er, Copenhagen, Denmark, March 26, 1952. 


Proceeds from Portuguese Exports to EPU Countries 

Under a decree published in the Diario do Governo 
of February 26, 1952, all banks in Portugal and its over- 
seas territories will have to deposit 30 per cent of pro- 
ceeds derived from trade with EPU countries in special 
account No. 1 with the Bank of Portugal. If it is shown 
that Portugal’s credit in EPU is below 42 million units, 
the Bank of Portugal will return to the respective banks 
the amounts deposited, in the chronological order in which 
the deposits were made. If the credit exceeds 72.5 mil- 
lion units, all export proceeds will have to be deposited 
in special account No. 2 with the Bank of Portugal. 

If Portugal’s balance with EPU is below 72.5 million 
units but above 42 million, the Bank of Portugal will, 
at the end of each month, transfer 30 per cent of the 
sums retained to special account No. 1, and will refund 
70 per cent to the exporter. This measure has a twofold 
purpose: (1) to check inflationary tendencies arising 
from Portugal’s favorable balance with EPU, and (2) to 
stop the loss of dollars resulting from exports of Portu- 
guese products—especially colonial products, such as 
coffee and sisal—to the dollar area through EPU countries. 

Since the measures brought practically all export trade 
with EPU countries to a standstill, they are being recon- 
sidered. 


Sources: Jornal do Comercio, Lisbon, Portugal, Febru- 
ary 29, March 7 and 11, 1952. 


Economic Conditions in Greece 


Inflationary pressures in Greece, which had become 
severe in late 1951 (see this News Survey, Vol. IV, p. 
247), appear to have abated considerably since mid- 
February. The need for Central Bank intervention on 
the gold market has been reduced gradually, and it was 
completely eliminated beginning the third week of Feb- 
ruary. Since then, the Bank of Greece is reported to 
have abstained from any intervention, either as a seller 
or as a buyer, on the gold market, and as a result the 
sovereign rate has been determined by the forces of 
private supply of and demand for gold. At first the rate 
was maintained at about the presumed official ceiling of 
226,500 drachmas, but later it declined to 220,000 
drachmas. Price increases also began to slow down in 
February, and on March 28 retail prices in Athens—as 
measured by the To Vima index—were 1 per cent below 
the February level. 

The relaxation of inflationary pressures is attributed 
to seasonal factors, and to a persistent anti-inflationary 
policy followed in recent months by the Currency Com- 
mittee. In order to prevent any increase in purchasing 








power, and even to bring it down somewhat from the 






December 1951 level, an over-all financial plan, embrac- 
ing all sources of increase or decrease of the note cir- 
culation, has been drawn up for the period January-June 
1952. 

Monthly ceilings were established for government over- 
drafts on the Central Bank, so that the 1951-52 budgetary 
deficit (which is met by MSA counterpart funds) would 
not be allowed to exceed the estimate which had been 
revised downward to 900 billion drachmas. Investments 
financed by MSA counterpart funds were planned at 
450 billion drachmas for the second half of 1951-52, 
against 750 billion actually spent in the corresponding 
period a year ago. The over-all increase in outstanding 
credits of the Central Bank to the private sector in the 
second half of fiscal 1952 was set at about 300 billion 
drachmas, an increase of 7.7 per cent over the December 
31, 1951 level, against an actual increase of 17.8 per 
cent in the corresponding period a year earlier. Wherever 
possible, quantitative credit ceilings (involving credits 
advanced from both Bank of Greece’s funds and com- 
mercial banks’ own resources) were established; in cer- 
tain instances such ceilings were set below the level 
actually reached at the end of 1951. Commercial banks 
were directed to observe the ceilings and other instruc- 
tions of the Currency Committee. To ensure prompt 
repayment of credits, legislative action has been taken 
to terminate moratorium provisions for traders and in- 
dustrialists. Also, the Currency Committee is usually 
refusing to approve the renewal of expiring credits, and 
the Bank of Greece is debiting commercial banks imme- 
diately upon the expiration of credits, advanced through 
them, from Central Bank funds. Moreover, effective 
January 1952, the special surcharge (accruing to the 
government budget) on expired credits and advances, 
which are not promptly repaid, was increased from 0.5 
per cent to 1 per cent for each month of delay. Two 
additional recent measures are intended to improve the 
quality of bank credits. The first provides that bank 
lending operations on drafts and bills (whether in the 
form of discount or otherwise) are subject to the pre- 
vious issuance of a wholesale invoice relating to the 
transaction which is financed. Under the second, com- 
mercial banks are obliged to report to the Currency 
Committee all debtors whose outstanding debts exceed 
1 billion drachmas, and to refrain from making new 
advances to such debtors without the approval of the 
Currency Committee. 

More recently, upon an MSA suggestion, development 
expenditures from counterpart funds for the period Janu- 
ary-June 1952 were cut from the previous target of 450 
billion drachmas to 300 billion. MSA has agreed, how- 
ever, that the figure may be restored to its previous level 
if the budget deficit is reduced by a corresponding 
amount. In the light of recent public finance develop- 
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ments, such a reduction of the deficit seems feasible. 
At the same time, the government, in line with its anti- 
inflationary policy, has decided to suspend building up 
its inventories of olive oil. Government olive oil inven- 
tories are reported at 35,000 tons, and final decisions 
on future inventories are expected to be taken in June 
when an estimate of the new crop can be made. 

Sources: Atlantis, New York, N. Y., March 28, 1952; 


To Vima, Athens, Greece, various issues. 


Greek Exchange Restrictions 

According to an announcement of the Greek Ministry 
of Finance, persons entering Greece will not have to 
declare the amount of foreign exchange or foreign bank 
notes brought in, unless they intend to re-export the 
foreign exchange or foreign bank notes. The obligation, 
under Obligatory Law 1704/1939, for persons entering 
Greece to declare the amount of gold, gold coins, or 
securities brought in, has not been abolished. (This 
statement modifies the one published in this News Survey, 
Vol. IV, p. 248.) 
Source: Naftemboriki, Athens, Greece, February 16, 1952. 


Middle East 

Oil Production in the Middle East 

Crude oil production in Kuwait increased from 17.3 
million metric tons in 1950 to 28.3 million metric tons 
in 1951; in Iraq, from 6.6 million metric tons to 8.4 
million metric tons; and in Qatar, from 1.6 million metric 
tons to 2.4 million metric tons. 
Source: Middle East Economist and Financial Service, 

Forest Hills, N. Y., March 1952. 


Turkey’s National Income 
Estimates of Turkey’s national income for recent years 
have been prepared by a national income research group 
that was established about a year ago by the Turkish 
Central Statistical Office, to collect and publish regular 
and systematic national income data. Members of the 
group were recruited, on a part-time basis, from the 
University and other government departments in Turkey, 
and certain members were sent to the United States and 
to the United Kingdom for training. According to the 
preliminary figures, Turkey’s real national income for 
1951, estimated at the equivalent of US$3,249 million, 
was 10 per cent more than in 1950 and 16 per cent more 
than in 1948; the 1949 income was 16 per cent less than 
in 1948 because of a bad harvest. Agriculture accounted 
for 59 per cent of the national income in 1951, industry 
12 per cent, and services 29 per cent, against 55 per cent, 
13 per cent, and 31 per cent, respectively, for 1948. Per 
capita real income increased from the equivalent of 
US$139 in 1948 to US$152 in 1951, or about 10 per cent; 
per capita farm income increased 16 per cent; while 
per capita urban income was practically unchanged. 
Source: Central Statistical Office, National Income of 
Turkey, Ankara, Turkey, March 7, 1952. 








Industrial Developments in Turkey 

A total of LT 54 million has been allocated from ECA 
counterpart funds to the Industrial Development Bank of 
Turkey for use in loans to private enterprise. Of this 
total, LT 13.4 million has been loaned for the establish- 
ment of three cement factories and LT 18.3 million for 
the establishment of refrigerator warehouses, installations 
for cotton ginning, and plants for the manufacture of 
vegetable oils and pharmaceutical products. 


Source: Le Commerce du Levant, Beirut, Lebanon, April 
2, 1952. 


Development Plans for Basra Area in Iraq 

The oil agreement with the Basra Oil Company (see 
this News Survey, Vol. IV, p. 61), which calls for the 
exportation of 8 million tons of oil by the end of 1955, 
will necessitate a large expansion and development pro- 
gram for the Basra oil area. The program will include 
the drilling of new wells and the building of new pipe- 
lines, storage tanks, and other technical installations. 
The main development will be around the Basra city area 
and Fao. One of the main projects is a new pipeline 
to carry the oil from the oil fields to the terminus port 
of Fao. Plans for the erection of new buildings and addi- 
tional schools and hospitals, as well as social centers for 
the company personnel and employees, have already been 
completed and work on them is expected to start shortly. 


Source: The Iraq Times, Baghdad, Iraq, February 21, | 


1952. 


Far East 


India’s Financing of U.S. Cotton Imports 

The Indian Government has assured the commercial 
banks that American cotton pledged with them against 
loans granted to the textile mills will be bought by the 
Government at prices in rupees equivalent to American 
floor prices, if the banks should find it necessary to sell 
the cotton to realize the loans. This decision has been 
taken by the Government in view of the difficulties cur- 
rently experienced by the industry in financing imports 
of American cotton. Of the programmed imports of 
900,000 American bales, 500,000 bales have yet to arrive; 
the floor price for this quantity is expected to amount 
to Rs 470 million. 


Source: The Hindu, Madras, India, March 28, 1952. 


Japanese Participation in Indonesian Mining Development 

A new company, the Indonesian General Mining Cor- 
poration, has been formed to exploit the mineral re- 
sources of South Kalimantan (Borneo) and Halmahera 
in Indonesia. The Kobe Steel Works, a Japanese firm, 
will provide 20 per cent of the capital of this Corpora- 
tion, and will have charge of all technical matters. Japan 
will supply the mining equipment and machinery, and will 
be given priority for the purchase of ore mined by the 
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Corporation. Initially, it is intended to exploit only 

asbestos and manganese. 

Source: Information Office of the Republic of Indonesia, 
Report on Indonesia, New York, N. Y., March 
26, 1952. 


United States and Canada 
Report of U.S. Director of Defense Mobilization 


U. S. military production rose at a rapid rate in the 
first quarter of 1952. Deliveries of military goods ex- 
ceeded $5 billion—38 per cent above the fourth quarter 
of 1951 and almost six times the rate in the first quarter 
of last year. Deliveries are scheduled to rise to about 
$10 billion a quarter by the end of 1952 and to remain 
at that level throughout 1953 and 1954. One of the 
largest problems of military production has been the 
choice between volume production of current types of 
equipment and improvement of design at the expense of 
expanded production. The decisions taken have varied 
from one type of equipment to another, but on the whole 
a balance has been struck. 

The expansion of the industrial base for increased 
military production has been proceeding at a rapid rate. 
The volume of plant and equipment investment in manu- 
facturing and utilities during the last two quarters is 
estimated to be 28 per cent above the 1947-49 rate, and 
in transportation 16 per cent above. Total industrial 
capacity is now about double that in 1940. The goal of 
120 million tons of steel ingot production is expected 
to be reached this year, and that of 1.5 million tons of 
aluminum by 1953. Outlays by the chemical industry 
will result in capacity output by the end of 1952, nearly 
12 per cent above the previous year and 24% times the 
1939 level. 

The report notes the continued decline in wholesale 
prices during the quarter and the first drop in consumer 
prices since the outbreak of the war in Korea. Despite 
the decline in general price levels, defense-affected and 
metal-using sectors of the economy are subject to upward 
pressures from both prices and wages. Thus, the exten- 
sion of price, wage, and credit controls, as embodied in 
the Defense Production Act, is called for to maintain 
public confidence in price stability and to ensure against 
renewed inflation which might otherwise result from a 
resurgence of consumer spending or a sudden worsening 
of the international situation. 

Source: Strength for the Long Run (Fifth Quarterly 
Report to the President by the Director of 
Defense Mobilization), Washington, D. C., April 
1, 1952. 


U.S. Foreign Aid 

U.S. foreign aid rose by almost 10 per cent, to $5 bil- 
lion, in 1951, according to a recent report by the U.S. 
Department of Commerce, bringing total postwar aid to 
$39 billion. A marked feature in 1951 was the con- 
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siderable shift in the proportion of military aid, from 

13 per cent of the total in 1950 to 32 per cent in 1951. 

At the end of the year, $14.4 billion of aid funds re- 

mained unutilized; of this amount, about $11 billion is 

earmarked for military purposes. 

Source: The Wall Street Journal, New York, N. Y., 
April 7, 1952. 


Canadian Dollar Rate 

As a result of active trading in Canadian oil and 
similar stocks in Toronto, the Canadian dollar closed at 
a premium of 2 3/32 cents on April 3, an increase of 
9/16 of a cent within 3 days (see this News Survey, Vol. 
IV, p. 308). By April 7 the premium had eased to 
1 29/32 cents. 
Sources: The Journal of Commerce, New York, N. Y., 

April 4 and 8, 1952. 


Rise in Canadian Wheat Exports 

Canada exported 153 million bushels of wheat in the 
first seven months of the current crop year, which began 
in August 1951; in the equivalent period of the previous 
crop year, 90 million bushels were exported. Nearly all 
of Canada’s 233 million bushel quota under the Inter- 
national Wheat Agreement has been placed. 

At the beginning of March 1952, Canada had 425 mil- 
lion bushels of wheat available for export and carry- 
over; this was an increase of 114 million bushels over 
availabilities in 1951, but it included 150 million bushels 
still to be threshed, much of which is likely to be tough 
and damp. 

Source: The Gazette, Montreal, Canada, April 3, 1952. 


Decrease in Canadian Cost of Living 

The Canadian cost of living index (1935-39 = 100), 
which had fallen from 191.5 in December 1951 to 190.8 
in January 1952, dropped further, to 189.1, in February. 
The February decline was due principally to lower meat 
prices. 


Source: The Gazette, Montreal, Canada, April 5, 1952. 


Latin America 
Bolivian Wolfram Export Proceeds 


To stimulate production and exports of wolfram, the 
Bolivian Government has decreed that 50 per cent of 
exchange proceeds from exports will be surrendered at 
the rate of Bs 60 per dollar and 50 per cent at the prefer- 
ential rate of Bs 100. A decree of July 1951 had provided 
that proceeds from wolfram exports would be surrendered 
at the rate of Bs 60 per dollar in percentages depending 
on the international price and the mineral content of the 
ores. Under the new decree, the basic tonnage for each 
firm is the average production in 1946-50, and the basic 
tonnage for the industry as a whole is 2,000 metric tons; 
as an incentive to increase output, proceeds from exports 
made possible by production in excess of these levels 
are to be surrendered at the preferential rate of Bs 100 
per dollar. Production of wolfram rose to 4,761 metric 
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tons in 1944, then fell off to 1,461 tons in 1950, and was 
at an annual rate of about 1,600 tons during the first 
nine months of 1951. As a further incéhtive, Article 9 
of the new decree provides that the new arrangements will 
continue unaltered for five years beginning January 1, 
1952. 

Source: La Razoén, La Paz, Bolivia, March 9, 1952. 


Restriction of Uruguay’s Dollar imports 

In order to restrict dollar imports, the Uruguayan 
Government has ordered banks to stop selling dollars for 
payment of imports covered by import permits or sworn 
declarations, unless the transaction is covered by a letter 
of credit already opened and the goods can be delivered 
before the credit expires. The banks have also been 
prohibited from opening new letters of credit. However, 
for imports of essential goods, the Bank of the Republic 
will consider making exceptions to this regulation. 

The measure is a further step in tightening the import 
control policy which was initiated by the decree of 
December 3, 1951, reimposing the system of prior license 
for all imports. On January 14, 1952 the Uruguayan 
Government, by again removing the license requirement, 
relaxed control over imports of certain essential goods 
to be paid in dollars or other currencies (see this News 
Survey, Vol. IV, pp. 204 and 283). 

Source: The Journal of Commerce, New York, N. Y., 
April 7, 1952. 
Copper Trading in Chile 

Under an agreement reached by the Governments of 
Chile and the United States on May 7, 1951, 20 per cent 
of the production of the large American copper com- 
panies operating in Chile has been reserved for Chile’s 
use and for export to other markets at premium prices 
above the American fixed price of 2714 cents per pound. 
Sales of copper under this quota by Chilean manufactur- 
ing companies have yielded substantial profits although, 
in an attempt to secure orderly marketing arrangements, 
the Government set a floor price of $1.20 per metric ton 
(54 cents per pound) for exports under the quota. 

After considerable debate, the Chilean Congress passed 
on February 29 of this year legislation (Law No. 10,255 
and Decree No. 397) empowering the Central Bank to 
handle all exports under the 20 per cent quota. By 
virtue of this legislation, export quotas are fixed quarterly 
for the large American mining companies (Chilean Ex- 
ploration Company, Andes Copper Mining Company, and 
Braden Copper Mining Company), once domestic de- 
mand is fully met. In addition, the companies must 
deliver to the Government quantities of copper, fixed 
quarterly by decree, as needed for processing in Chile 
and for exportation. The aggregate of these deliveries 
will be 20 per cent of the companies’ annual production. 
The copper will be bought for dollars by the Banco 
Central at the price prevailing for copper in New York, 
less insurance and freight to New York. The Banco 
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Central, in turn, will sell the copper, for processing, to 
private, official, and semi-official industries at the same 
price for which it was bought. A special discount will be 
granted to the domestic industries that use the copper for 
manufacturing articles for export. The Bank is authorized 
to loan the Government 500 million pesos to facilitate 
these operations. The law also provides that profits 
obtained by the Bank, as a result of the difference be- 
tween the purchase price and the price obtained abroad 
for copper exports, will be distributed equally between 
the Ministry of Public Works and the Development 

Corporation, to be invested in the mining provinces where 

copper originates. 

Sources: Camara Central de Comercio de Chile y Camara 
de Comercio de Santiago, El Informativo, Febru- 
ary 13 and March 4, 1952, and Sociedad Gen- 
eral de Comercio, S.A., Informative Bulletin 
“Sogeco,” April 1, 1952, Santiago, Chile. 

Cost of Living in Argentina 

The official cost of living index for Buenos Aires, pub- 
lished by the Argentine Ministry of Technical Affairs, was 
495 (1943 = 100) in December 1951, 52 per cent above 
the January 1951 level. The largest increases were in 
food (67 per cent) and clothing (53 per cent). House- 
hold goods and sundries increased by only 27 per cent, 
and housing did not increase at all. 

In order to prevent further inflationary price increases, 
prices were frozen in March at the levels ruling on Janu- 
ary 31, 1952. A National Commission of Prices and 
Wages has been created to insure equilibrium between 
prices and wages throughout the country. The com- 
mission comprises three representatives of the General 
Confederation of Labor, three representatives of the Fed- 
erations of Production, Industry, and Commerce, and 
three representatives of the consumers appointed by the 
Government. 

Source: Bank of London & South America, Fortnightly 
Review, London, England, April 5, 1952. 


Other Countries 

Australian Economic Policy 

In a review on March 28 of the Government’s economic 
policies, the Australian Prime Minister announced that 
new emphasis would be given to rural production, that 
the indiscriminate expansion of secondary industry would 
be checked, that housing would be encouraged, and that 
public works would be put on a strict priority basis. He 
stated that the Cabinet had reaffirmed its view that policy 
should aim at checking inflationary factors, and that 
greater efforts must be made to avoid a rapid expansion 
of internal demand or increased resort to central bank 
credit. Close scrutiny would be kept on the financing of 
home building and on state employment in the building 
industry. Action would be taken to maintain a high 
level of building activity as being essential to social and 
economic stability. 
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Measures to encourage rural production are (1) an 
income tax deduction equal to a depreciation allowance 
of 20 per cent in five years on farm workers’ housing 
begun between April 1, 1952 and June 30, 1955, and on 
farm implements, buildings for fodder conservation, and 
irrigation materials; (2) abolition of the wheat export 
tax of 2s. 2d. per bushel, so that next season’s wheat 
would attract the full export price; and (3) a first 
advance of 12s. per bushel on next season’s wheat (about 
85 per cent of the estimated return). 

The Prime Minister stated that new methods of assess- 
ing the provisional income tax, with due regard to fluc- 
tuating income, were being investigated. He also said 
that state works programs in the current financial year 
would exceed proceeds from loan flotations by more 
than £A100 million, and that the Commonwealth’s 
promise to underwrite this excess was involving it in 
budgetary difficulties which had been aggravated by the 
fall in wool prices, diminished wheat production, droughts, 
bush fires, and floods. All Governments should confine 
their works programs to a level which would not impose 
an unbearable strain on the economy. 

Strenuous efforts will be made to discourage the growth 
of uneconomic industries during the period of import 
restrictions and to avoid the diversion of resources from 
primary and other basic industries. Special attention will 
be given to cases in which import restrictions produce 
genuine shortages of essential goods. 


Source: The Times, London, England, March 29, 1952. 
New Zealand Importers’ Exchange Quotas 


The Reserve Bank of New Zealand announced on 
March 31 that it had advised trading banks not to sell 
to any importer during 1952 more than 80 per cent of 
the amount of exchange sold to that importer during 
1950, except with the approval of the Reserve Bank. 
The recent fall in prices of wool, hides and skins, seeds, 
and other farm products has reduced estimated export 
receipts for this year, and recent restrictions imposed 
by several commonwealth countries on sterling imports 
are likely to cause the diversion of some of these goods 
from other markets to New Zealand. These factors make 
it necessary to protect New Zealand’s overseas reserves. 

The 80 per cent includes payments for both licensed 
and unlicensed imports from all countries. Where im- 
porters ask for more than 80 per cent, decisions will be 
made by the Reserve Bank in consultation with the Board 
of Trade, the Department of Industries and Commerce, 
and the Customs Department. Reference to the Reserve 
Bank may also be necessary even though the total alloca- 
tion required by an importer for 1952 may be less than 
80 per cent of 1950 remittances, if this allocation requires 
an increase in the importer’s overdraft limit. Importers’ 
basic allocations of exchange are estimated at about 
£112 million; when supplementary allocations are taken 
into account, it is expected that private imports in 1952 





will amount to £170-180 million. Payments for private 
imports in 1950 were £140 million, and in 1951, £201 mil- 
lion; in recent months, they have been running at the rate 
of £280 million a year. 

The introduction of exchange allocations is described 
as a temporary measure to meet a particular situation 
and to be abolished as soon as it has served its purpose. 
Sources: The New Zealand Herald, Auckland, New Zea- 

land, April 1 and 2, 1952. 


South African Budget 

The South African Minister of Finance, in introducing 
his 1952-53 budget, said that South Africa has not 
escaped the consequences of world-wide inflationary 
forces which are “due to the fact that few countries are 
in a position to devote a considerable part of their 
national income to defence and, at. the same time, not 
only improve the standard of living of their people but 
also find the resources necessary to carry out a compre- 
hensive programme of development. No Government in 
a democratic country can deliberately slow down the pace 
of development and resist the pressure for a higher 
standard of living unless public opinion is ripe to accept 
the sacrifices involved in such a policy.” He stated that 
the Union itself is not faced with a crisis, and that it had 
not contributed to the crisis with which the sterling area 
is faced. 

Apart from increased taxation, the Union will have to 
save more by consuming less, increase its productivity, 
and slow down the rate of expenditure of development. 
The total annual capital needs of the country will probably 
exceed £200 million. It is out of the question that 
resources of this amount can be found, and there is no 
option but to concentrate on the most essential services. 
Now that the cheap money era has come to an end, it has 
been decided to increase the normal yield on medium- 
term government stocks of up to 15 years to 4 per cent 
per annum. 

Total foreign exchange receipts in 1952 may fall con- 
siderably below the 1951 level. Income from wool 
exports may decline by as much as £30 million and 
increases in other exports will not be nearly sufficient 
to make up for this loss. Moreover, capital inflow may 
fall. The Treasury has therefore decided that the amount 
of exchange to be made available for imports in 1952 
should be limited to £400 million. It is hoped that, as a 
result of the proposed reduction in imports, reserves will 
not decline by more than £20 million. Reserves would 
then be at about £120 million, which would still give an 
ample margin of safety. Proposals have been made to the 
U.K. Government with regard to the strengthening of the 
central gold reserves of the sterling area, but the discus- 
sions are still proceeding and full particulars are there- 
fore not available. The Reserve Bank has been authorized 
to sell immediately to the Bank of England £10 million 
of gold over and above the normal quota of gold sold 
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to the United Kingdom in terms of the existing arrange- 
ments. 

Total expenditure in 1952-53 is estimated at £206.0 
million and revenue on the existing basis at £182.8 mil- 
lion. The deficit is to be bridged by increases in customs 
and excise duties, by the introduction of two new excise 
duties, and by increases in the rate of tax payable by all 
industrial, commercial, and base mineral mining com- 
panies. The collection of arrear taxes is expected to yield 
£12 million. Since these and other minor changes in 
taxation are expected to bring in £24.6 million, a surplus 
of £1.4 million is estimated. 


Source: Union of South Africa Government Information 
Office, South Africa Reports, New York, N. Y., 
April 2, 1952. 


South African Transport System 

The Commission of Inquiry appointed in South Africa 
after last winter’s coal crisis considers that, unless im- 
mediate measures are taken to improve the transport 
system, the country may be threatened with a disruption 
of its fuel supplies. The coal shortage this year is ex- 
pected to be more serious than in 1951, since require- 
ments will increase by 6 per cent and the railways are not 
expected to improve substantially on their 1950 and 1951 
performance. During the latter part of last year, they 
failed by 8 per cent to transport the country’s coal needs. 

The most important of the Commission’s recommenda- 
tions are: (1) Coal should be carried to Cape Town, Port 
Elizabeth, and possibly East London, by sea, from 
Lourenco Marques and/or Durban, the sea carriage being 
left to private competition. (2) The principle should be 
accepted that the carriage of coal to these ports for such 
specific purposes as power station and/or locomotive use 
should be transferred to the sea route permanently. 
(3) Urgent attention should be given to the development 
of an additional East Coast port which could serve the 
Union’s principal coal producing areas. (4) Sufficient 
capital should be provided to create a reserve in transport 
facilities with a minimum of delay. (5) All new power 
stations not built on coal sites should be equipped with 
adequate coal storage facilities. (6) There should be 
an immediate investigation of all aspects of transportation 
in South Africa, with special reference to the develop- 
ment of privately-owned sea transport. 

Having regard to the need for preventing coal short- 
ages, the Commission emphasizes that the great increase 
in demand for electrical power will probably continue 
for many years. Further large increases in demand are 
also expected from the gas, iron and steel, coke, cement, 
refractory, and other industries. The coal resources of 
the Union are more than ample, but coal mining plant 
is used to its full capacity in very few cases; in 1951 
it was working to only about 75-90 per cent of capacity, 
based on its labor complement. The only limitations on 
output which may arise seem to be the possibility of a 


labor shortage in Natal in the future and difficulties and 
delays in obtaining plant and machinery. 

The Commission was impressed with the high stand- 
ard of railway efficiency attained in the postwar period, 
but noted that it tended to drop in 1949 and 1951. The 
substantial increases in the production and shipment 
of base minerals have cumulatively contributed to the rail- 
ways’ difficulties, while engine power has not increased in 
proportion to truck capacity. Most harbors, moreover, 
were severely congested during last year’s coal shortage. 
Source: The Financial Times, London, England, March 

4, 1952. 


Southern Rhodesian Balance of Payments 

Southern Rhodesia had a current account deficit of 
£41 million in 1951, with an adverse trade balance 
accounting for £34 million of the total deficit and in- 
visibles accounting for the remainder. Long-term bor- 
rowing and private investment covered £30.2 million of 
the deficit, and £10.7 million was covered by drawing on 
reserves. The main reasons for the large deficit were, 
primarily, the much steeper rise in import prices than 
in export prices, damage to the tobacco crop, the pegged 
prices of gold, and drought which created a higher de- 
mand for imported grain. Southern Rhodesian trade 
with non-sterling countries showed payments of £21 mil- 
lion and receipts of £18 million. It is hoped that the 
new import restrictions and additional receipts of about 
£2 million will enable Southern Rhodesia to make a small 
contribution to the central gold and dollar reserves in 
1952. 
Source: The Financial Times, London, England, March 

22, 1952. 


Fund Alternate Executive Director 

Mr. G. Neil Perry has been appointed Alternate Ex- 
ecutive Director of the Fund by Mr. Louis Rasminsky, 
Executive Director of the Fund for Canada and Iceland. 
Mr. Perry, who will succeed Mr. Harry L. Wolfson, has 
been Chief of the Trade and Payments Division, Exchange 
Restrictions Department of the Fund. Prior to that 
appointment, he was Assistant Director, International 
Economics Division, Ministry of Finance, Canada. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 
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